The George Washington University takes pride in our unparalleled connections and access to the great leaders and institutions in the nation's capital and throughout the world. However, this year-more than ever before-our University is itself a destination, drawing these leaders along with students, faculty, alumni, and supporters to our campus home.
GW
T h e G e o r g e W a s h i n g t o n U n i v e r s i t y GW recently created the Institute for the Analysis of Solar Energy, which will support multidisciplinary projects to address the economic, technical, and public policy issues associated with the development and deployment of solar energy to meet global energy needs and environmental challenges. The Institute aims to be the leading research center focused on large-scale solar " "
"The George Washington University is a great research institution that contributes to the challenging issues facing our nation and the world. Research is an integral part of giving students the opportunity to do exciting work at the forefront of their fields."
-Steven Knapp, President 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t T h e G e o r g e W a s h i n g t o n U n i v e r s i t y energy systems, taking advantage of GW's location in the nation's capital and wealth of expertise in business, economics, engineering, and public policy.
In addition, Cyrus and Myrtle Katzen committed $10 million for a new cancer research center that will strengthen the University's recruitment of top cancer scholars. Located in a city known for high cancer rates, the Katzen Center will support the GW Medical
Center's priorities of improving the quality of care while expanding the body of knowledge in support of a cure and advancing the development of focused research and treatment programs.
EmpowERing LEaRning
GW is at the forefront of dynamic new approaches to teaching and learning that harness the energy and excitement of students themselves. The University's Center for Innovative Teaching and Learning helps our faculty use technology in new ways that improve learning outcomes through an understanding of cognitive science: How do students learn, and how can technology facilitate that way of learning? Through research, workshops, and Web-based tools, our teaching staff discover proven ways to use blogs, podcasts, wikis, video, RSS (really simple syndication) feeds, and more to reinvent the learning experience.
The University also stresses individualized research and projects driven by students. In a prime example of synergy among student interests, political activism, This fall the University hosted a community symposium, "Urban Sustainability: How Washington Can Lead."
The program brought together D.C. government officials and city council members, business and nonprofit leaders, and GW students and faculty to explore the issues of green jobs, sustainable development, and environmental education-and best practices for implementing urban sustainability initiatives.
In a powerful endorsement of our role as a hub for such intellectual discourse, President Knapp became the first GW president to make his home in the heart of the Foggy Bottom Campus. He and his wife Diane
Robinson Knapp are permanently residing at the site of the former F Street Club-in a building newly restored to its historic function as a gathering place for thought leaders to exchange ideas. There President Knapp hosts events, inviting members of the GW community and beyond who are drawn to this city from across the nation and around the world.
standing up foR sustainabiLity
Spurred by student activism and the smart-growth strategies of the 20-Year Foggy Bottom Campus Plan, GW has taken "going green" to new heights.
"Universities have the privilege and responsibility of being in a leadership position," says Josh Lasky, 
GW
T h e G e o r g e W a s h i n g t o n U n i v e r s i t y
Our Campus Home: Nurturing a Learning Environment dEvELoping LandmaRk faciLitiEs
Throughout the Foggy Bottom Campus, GW is planting the seeds for new amenities and revitalized community spaces.
Square 54
A large hole in the ground at the 2.5-acre Square 54 site adjacent to the Foggy Bottom Metro is the first physical manifestation of the University's integrated development strategy for the Foggy Bottom campus.
The vibrant mixed-use project will feature 333 rental apartments, 84,000 square feet of retail space-including the neighborhood's first full-service grocery store-and 450,000 square feet of LEED-certified, Class A office space on Pennsylvania Avenue. The development also features a pedestrian retail plaza, open courtyard, and 26,000 square feet of green roof elements. Just as important, the property's 60-year ground lease with Boston Properties generates endowment revenues that will help fund GW's core educational and research missions.
Charles E. Smith Center
One of the largest donations in GW's history will support the complete renovation of the Smith Center-the heart of the Foggy Bottom Campus where students, faculty, and visitors come together for 3,500 events every year, including convocation, Colonials " " "There's student pride and ownership in the campus planning efforts.
They will look at future campus buildings and say, 'I participated in the zoning commission hearing to get that approved.'" -Alicia O'Neil, Associate Vice President for Real Estate 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t
Weekend, graduation celebrations, musical and comedy performances, and athletics. Robert P. and Arlene R.
Kogod and the Robert H. Smith and Charles E. Smith
Family Foundations committed a $10 million challenge grant for the project; GW will raise $10 million more in a one-to-one match plus an additional $5 million.
The renovations will include an academic center for student-athletes, improved general and club seating in the basketball arena, new locker rooms, a renovated natatorium, remodeled office space to centralize all of GW's athletic operations, and a new building facade.
Academic Facilities
Planning is well underway for two signature academic facilities that will dramatically increase GW's capacity for teaching and research at the Foggy Bottom Campus.
In May the University' T h e G e o r g e W a s h i n g t o n U n i v e r s i t y
" "
EnsuRing affoRdabiLity "Our success depends not only on pricing and student aid strategies to attract new students, but also how we respond as a university to financial stress that current students may be experiencing."
-Robert Chernak,
Senior Vice President for Student and Academic

Support Services
GW has maintained remarkable stability in the face of economic turmoil confronting the families of GW's students and our nation as a whole. At a time when affordability is a critical issue in higher education, last year GW's tuition increase of just three percent-in line with the rate of inflation-was the lowest in recent memory. In addition, our fixed-tuition and guaranteed financial aid program locks in undergraduate tuition rates for up to five years. These efforts help us sustain a diverse student body and increase minority enrollment, which grew from 31 percent to 34 percent in a single year.
Our success stems from an aggressive five-year plan to address affordability and cost for undergraduates. In addition to controlling tuition and housing costs, the plan aims to quadruple fundraising for student aid from $10 million to $40 million a year and reduce the average debt burden of GW graduates by almost one-third, from $29,000 to $20,000.
Expanding studEnt sERvicEs 
GW 0
T h e G e o r g e W a s h i n g t o n U n i v e r s i t y 
" "
2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t T h e G e o r g e W a s h i n g t o n U n i v e r s i t y 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t When President Knapp said these words to the class of 2012 at their freshman convocation, he underscored more than the University's proximity to the most consequential leaders and events of our time. He spoke to the quality that GW students, faculty, and alumni share: the passion for effecting positive change in our world. It is that passion that draws them to this University-and challenges GW to continuously meet and exceed their expectations.
Every GW initiative aims to fulfill that promise, creating unique opportunities for our growing community to make a lasting impact-in fields that range from politics to medicine, from environmental sustainability to media arts. The professional networks we forge, the academic facilities we develop, and the supportive environment we provide form the pillars of the University: our essential home.
Our Essential Home
2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t "As students at GW, you now have a front row seat at the theater of history, and you also have a chance to be more than a spectator;
you have a chance to participate."
Freshman Convocation, 2008 " "
GW
To the President and Board of Trustees of The George Washington University:
In our opinion, the accompanying consolidated statements of financial position and the related consolidated statements of unrestricted activities, consolidated statements of activities, and consolidated statements of cash flows present fairly, in all material respects, the financial position of The George Washington University and its subsidiaries (the University) at June 30, 2008 and 2007 , and the changes in their net assets and their cash flows for the years then ended in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the University's management. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
As discussed in Note 14 to the consolidated financial statements, the University The accompanying notes are an integral part of these consolidated financial statements.
2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t The accompanying notes are an integral part of these consolidated financial statements.
CONSOLIDATED STATEMENTS OF UNRESTRICTED ACTIVITIES
T h e G e o r g e W a s h i n g t o n U n i v e r s i t y The accompanying notes are an integral part of these consolidated financial statements.
2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t T h e G e o r g e W a s h i n g t o n U n i v e r s i t y The accompanying notes are an integral part of these consolidated financial statements. 0 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Note 1 -The University and Related Entities
The George Washington University (the University) is a private, not-for-profit institution of higher education based in Washington, D.C. The University provides education and training services, primarily for students at the undergraduate, graduate, and postdoctoral levels, and performs research, training and other services under grants, contracts, and similar agreements with sponsoring organizations, primarily departments and agencies of the U.S. Government. The University's revenues are predominantly derived from student tuition, room and other fees. The University is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code. Note 2 -Summary of Significant Accounting Policies
CASH AND CASH EQUIVALENTS
Short-term investments with maturities at dates of purchase of three months or less are classified as cash equivalents, except that any such investments purchased with funds on deposit with bond trustees or with funds held in trust are classified as Deposits with trustees and investments purchased by endowment fund investment managers are classified as Investments. Cash equivalents include short-term U.S. Treasury securities and other short-term, highly liquid investments that are carried at cost, which approximates fair value.
The total cash and cash equivalents maintained at these institutions exceeds the amount guaranteed by federal agencies and, therefore, bears some risk. The University has not experienced any loss due to this risk.
CONTRIBUTIONS
Contributions, including unconditional promises to give, are recognized as revenues in the period received. Contributions received for capital projects, endowment funds, or student loans and contributions under split interest agreements or perpetual trusts are reported as capital and investing unrestricted revenues, temporarily restricted revenues, or permanently restricted revenues according to donor imposed restrictions. All other contributions are reported as operating revenues unless the donor has otherwise restricted them. Conditional promises to give are not recognized until the conditions on which they depend are substantially met. Contributions of assets other than cash are recorded at their estimated fair value at the date of the gift.
Contributions to be received after one year from the date of the financial statements are discounted at the risk-free rate of return. Allowance is made for uncollectible contributions based upon management's judgment after analysis of the creditworthiness of the donors, past collection experience, and other relevant factors. 
SELF-INSURANCE
LOANS RECEIVABLE
Loans receivable are primarily related to federal student financial aid programs and are carried at face value, less an allowance for doubtful accounts of $0.17 million and $0.13 million at June 30, 2008 and 2007, respectively. The interest rates on these loans range from 3% to 9%. Maturity dates range up to 10 years, but with potential cancellations and deferrals to points beyond that range, calculation of an average term to maturity is not practicable.
GW SCHOOL AS LENDER
The University provides loans to qualifying students under the Federal GW School as Lender program. Funds under this program are borrowed from the Student Loan Corporation and then loaned to students. Periodically, these student loans are sold back to Citibank, as trustee for the Student Loan Corporation, under a forward purchase commitment. A receivable from students of $ 
PHYSICAL PROPERTIES
Land is stated at cost or appraised value at date of donation; buildings and furniture and equipment are stated at cost. Buildings are depreciated on a straight-line basis over 10 to 40 years and furniture and equipment is depreciated on a straightline basis over five to 10 years. Construction in progress costs are included in Land and buildings on the Consolidated Statements of Financial Position as of June 30, 2008 and 2007, respectively. These costs are not depreciated until the buildings or renovations are placed into service. Interest cost incurred during construction is capitalized as part of the cost of capital projects. Equipment under capital leases is included in assets and liabilities at the value of future minimum lease payments discounted by the University's incremental borrowing rate.
REFUNDABLE ADVANCES FROM THE U.S. GOVERNMENT
Funds provided by the U.S. Government under the Federal Perkins and Health Professions Student Loan Programs are loaned to qualified students and may be loaned again after collection. These funds are ultimately refundable to the U.S. Government.
2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t
NET ASSET CLASSES
Net assets and revenues, expenses, gains, and losses are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net assets of the University are classified and reported as follows:
Permanently restricted -Net assets subject to donor-imposed restrictions stipulating that they be maintained permanently by the University. Generally, the donors of these assets permit the University to use all or part of the income earned on related investments for general or specific purposes.
Temporarily restricted -Net assets subject to donor-imposed restrictions that may be or will be met either by actions of the University and/or by the passage of time.
Unrestricted -Net assets that are not subject to donor-imposed restrictions.
Revenues from sources other than contributions or investment income are reported as increases in unrestricted net assets. Contributions are reported as increases in the appropriate category of net assets, except contributions that impose restrictions that are met in the same fiscal year they are received are included in unrestricted revenues. Expenses are reported as decreases in unrestricted net assets. Gains and losses on investments are reported as increases or decreases in unrestricted net assets unless their use is restricted by explicit donor stipulations or by law. Expirations of temporary restrictions recognized on net assets, i.e., the donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed, are reported as releases from temporarily restricted net assets to unrestricted net assets. Temporary restrictions on gifts to acquire or construct long-lived assets are considered met in the period in which the assets are acquired or placed in service.
The University follows a practice of classifying its revenues and expenses within unrestricted net assets as capital and investing or operating. Items classified as capital and investing include accounts and transactions related to endowment funds and plant facilities, except for donor-restricted contributions to endowment principal and plant. Substantially all of the net assets classified as unrestricted in the Consolidated Statements of Financial Position as of June 30, 2008 and 2007 have been invested in property and equipment, consolidated endowment pool, or are designated for specific uses.
OTHER INCREASES (DECREASES) IN NET ASSETS
Other increases (decreases) in net assets include the following:
Debt service and mandatory purposes -Transfers from operating net assets to capital and investing net assets are for principal and interest payments.
Endowment support -Transfers of University investment income to provide support for operating activities based on the spending policy of the Board of Trustees.
Capital expenditures -Transfers from operating net assets to capital and investing net assets are for equipment purchases.
Postretirement related changes -Recognition in unrestricted net assets of changes in the actuarial liability for postretirement benefit plans other than net periodic benefit cost, as well as amortization of changes recognized in prior years from unrestricted net assets to expenses as a component of the net periodic benefit cost.
Support/investment -Other transfers among operating net assets, capital and investing net assets, and temporarily/ permanently restricted net assets.
GUARANTEES AND INDEMNIFICATIONS
The University may enter into service agreements with service providers in which it agrees to indemnify the service provider against certain losses and liabilities arising from the service provider's performance under the agreement. Generally such indemnification obligations do not apply in situations in which the service provider is grossly negligent, engages in willful misconduct, or acts in bad faith. The indemnifications serve to place the University in a liability position no different than if it had performed the services for itself. The University was not aware of any liability under such service agreements as of June 30, 2008 and 2007.
LEGALLY RESTRICTED CASH BALANCES
The University federal loan programs have cash restricted as to their use of $2.4 million and $2.8 million as of June 30, 2008 and 2007, respectively.
USE OF ESTIMATES
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ in material amounts in the near term.
TUITION, FEES, AND SCHOLARSHIPS
The University recognizes unrestricted revenues from student tuition and fees totally within the fiscal year in which the academic term is predominantly conducted. Deferred tuition and fees are included in Deferred revenue: Tuition and other deposits in the Consolidated Statements of Financial Position.
Tuition discounts in the form of scholarships and grants-in-aid, including those funded by the endowment, research funds, and gifts, have been reported as a reduction of tuition revenues. A tuition discount represents the difference between the stated charge for tuition and fees and the amount that is billed to the student and/or third parties making payments on behalf of the student. Cash payments to students, excluding compensation, are reported as Scholarships and fellowships expense in the Consolidated Statements of Activities.
RECLASSIFICATIONS
Certain prior year amounts have been reclassified to conform to the current year's presentation. 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t In February 2008, the University entered into two ground leases with a private developer for the redevelopment of Square 54, the former site of the GW Hospital. The project will create a dynamic urban town center with a mix of retail, residential, and office uses at a key transit-oriented development site located on Pennsylvania Avenue. As a result of the development plans, the land for Square 54 was reclassified from an operating asset in Land and buildings to investment real estate in Investments and the carrying value was adjusted from historical cost basis to the appraised fair value of the property and related leasing arrangements, resulting in a gain of $150.0 million. This gain is reflected on the Consolidated Statement of Unrestricted Activities as Investment real property rents and appreciation. While the lease terms call for escalating payments in subsequent years, rental income will be recognized on a straight-line basis over the life of the arrangement and is included in Investment real property rents and appreciation. This treatment results in a lease receivable accumulating in the early years of the lease term which will be relieved in the latter years when the lease payments exceed the income recognized. T h e G e o r g e W a s h i n g t o n U n i v e r s i t y
Note 3 -Deposits with Trustees
The University engages in a securities lending program whereby the University lends certain securities in its investment portfolios to qualified borrowers on a short-term, fully collateralized basis. Concurrently with the delivery of the University's securities to a borrower, the borrower exchanges collateral in an amount equal to a required percentage of the market value of the securities loaned, including accrued interest (established market value). This exchange is facilitated by Bank of New York Mellon, the University's lending agent. The collateral for the securities is held by the lending agent on behalf of the University. For U.S. securities and foreign securities denominated and payable in U.S. dollars, the required collateral percentage is 102% of the securities market value. The required percentage with respect to the market value of foreign securities is 105%. Throughout the duration of the loan, the collateral is marked-to-market on a daily basis. On any given day, if the collateral currently held is less than 102% of the original market value of a loaned U.S. security or 105% of a foreign security, the borrower is required to deliver the difference at the close of trading by the next business day. On the termination date of the loan, the borrower must return to the lending agent the same, or substantially the same, securities that were borrowed. The lending agent, in its agreement with the University, guarantees the repayment of the loan in the event the borrower defaults. The University retains all the benefits of ownership including rights to dividends, interest, and other cash distributions pertaining to the loaned securities. The University also retains the right to redeem the loaned securities prior to their stipulated redemption date.
There were no securities on loan or collateral held as of June 30, 2008. As of June 30, 2007, the market value of the securities on loan was $27.7 million and the collateral held by the lending agent on behalf of the University was $28.7 million. 
Note 8 -Physical Properties
Physical properties are summarized as follows as of June 30: 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t
The University spent $31.1 million on furniture and equipment for the year ended June 30, 2008, of which $17.9 million was capitalized and $13.2 million was expensed. For the year ended June 30, 2007, the University spent $31.2 million, of which $20.1 million was capitalized and $11.1 million was expensed.
Building The University receives financial assistance awards from external sponsors to perform educational, research and development, training, and other activities. The assistance from external sponsors can be in the form of grants, contracts, and other agreements that may fund salaries and wages, fringe benefits, supplies, facilities, and the acquisition of property. Property acquired that meets the capitalization criteria is recorded as an asset of the University and depreciated in accordance with the University's depreciation policy. For property acquired on federally funded awards, relevant federal requirements regulate the disposition of property at the conclusion of the award. T h e G e o r g e W a s h i n g t o n U n i v e r s i t y In conjunction with the issuance of the non-recourse loans in March 2007, $112.4 million in non-recourse notes payable were defeased by placing U.S. Agency Securities in irrevocable trusts to be used solely for satisfying scheduled payments of both principal and interest of the indebtedness. In accordance with generally accepted accounting principles, these debts along with the related trust funds do not appear on the Consolidated Statements of Financial Position of the University. For the year ended June 30, 2007, the University recognized $7.0 million of cost for the defeasance transaction, which is reflected in Extinguishment of debt in the Consolidated Statements of Activities.
The agreements for certain debt issuances require the University to deposit and maintain specified amounts in trustee-controlled accounts as repair and maintenance reserves. In satisfaction of these requirements, $2.3 million and $1. In conjunction with the University's FTNP, a group of banks entered into a credit agreement totaling $200 million, which expires on April 30, 2010. The credit agreement may be utilized to pay the purchase price on mandatory tender dates and principal and interest due on any mandatory redemption or acceleration dates. In addition to any principal portion of the outstanding notes, the credit agreement is in an amount sufficient to pay up to 125 days of interest.
Note 11 -Fair Value of Financial Instruments
The following disclosure of the estimated fair value of financial instruments is made in accordance with the requirements of FASB No. 107, Disclosures about Fair Value of Financial Instruments. The following estimates and assumptions were used to estimate the fair value of each class of financial instruments for which it is practicable to estimate that value:
For cash and cash equivalents, restricted cash, and deposits with trustees, the carrying value of these amounts approximates fair value due to the short maturity of these instruments. The fair value of pledges receivable is estimated by discounting the future cash flows using the risk-free rate at the time of the pledge, taking into account the remaining maturities. The fair value of investments is based on quoted 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t T h e G e o r g e W a s h i n g t o n U n i v e r s i t y The plan consists of both a noncontributory and a matching component. All participating employees receive a contribution equal to 4% of their base salary. In addition, for those employees electing to participate in the matching portion of the plan, the University contributes an additional amount equal to 1 and ½% for each 1% of salary contributed by the employee up to a total of 6%. Individual contracts issued under the plan provide for full and immediate vesting of both the University's and the employee's contributions. In addition, certain retirees whose employment predated establishment of the retirement annuity program receive supplemental past service benefits, which are funded on a current basis. Net periodic benefit cost $3,623 $1,379 0 2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t T h e G e o r g e W a s h i n g t o n U n i v e r s i t y
The University's policy is to fund postretirement benefits as payments are made.
(in thousands) 2008 2007
Amounts not Recognized in Net Periodic Benefit Cost:
Net actuarial loss $9,474 $11,436
Transition obligation 1,613 1,844
Total $11,087 $13,280
The following discount rates were used in calculating the above benefit obligations and net periodic benefit costs at June 30, 2008 and 2007, respectively:
2007
Net periodic benefit cost 6.00% 6.00%
Postretirement benefit obligation 6.75% 6.00%
The following changes were recognized in unrestricted net assets for the year ended June 30, 2008:
(in thousands)
Current year net actuarial gain $622
Amortization of net actuarial loss 1,340
Amortization of transition obligation 231 Total $2,193
The following amounts are expected to be amortized from unrestricted net assets into net periodic benefit cost for the year ended June 30, 2009:
Amortization of net actuarial loss $1,054
Amortization of transition obligation 231 Total $1,285
Assumed health care cost trend rates have a significant effect on the amounts reported for health care plans. The calculation above assumes a 9.0% increase in health care costs for the year ended June 30, 2009, with the rate of increase decreasing by Note 15 -Commitments and Contingencies
The University is a defendant in certain pending civil suits. Based upon information currently available, management believes that any liability resulting therefrom will not materially affect the financial position or changes in net assets of the University.
Amounts received and expended by the University under various federal and state programs are subject to audit by government agencies. Management believes that adjustments, if any, which might result from such audits would not have a significant impact upon the consolidated financial position or changes in net assets of the University.
The University leases certain office, academic, residential and administrative facilities under non-cancelable operating leases expiring at various dates through 2024. The aggregate minimum lease payments under these operating leases are as follows:
2 0 0 7 -2 0 0 8 F i n a n c i a l R e p o r t (FIN 48) . FIN 48 clarifies the accounting for income taxes by prescribing a minimum probability threshold that a tax position must meet before a financial statement benefit is recognized. Tax positions for the University include, but are not limited to, the tax exempt status and determination of whether income is subject to unrelated business income tax. The minimum threshold is defined in FIN 48 as a tax position that is more likely than not to be sustained upon examination by the applicable taxing authority. The tax benefit to be recognized is measured as the largest amount of benefit that is greater than fifty percent likely to be realized upon ultimate settlement. The University adopted FIN 48 as of July 1, 
